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Operating revenue 

Operating expenses, before depreciation and amortization 
Cash operating income 

Depreciation and amortization 

Net earnings for year 

Operating margin 

Return on investment 


Earnings per common share 


1975 
$70,923,299 
$56,552,224 
$14,371,075 
$ 4,960,286 
$ 4,277,615 
13.3% 
14.8% 
$1.20 


1974 
$41,206,648 
933) 209,00 | 
dn7,99 1,100 
$ 3,643,759 
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10.5% 
7.0% 
$0.52 
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To Our Shareholders 
and Employees 


Considering overall airline industry performance, . 
our 1975 year-end financial results are quite 
satisfactory. 


Net earnings were $4,277,615 and after provision 
for the payment of $378,739 in preferred share 
dividends, earnings per common share were $1.20. For 
comparative purposes, 1974 year-end earnings were 
$1,669,739, or 52c per share. 


Consolidated operating revenues jumped from 
$41,206,648 in 1974 to $70,923,299 in 1975, due 
primarily to additional aircraft seat capacity and the 
realignment of Canadian Government Transport 
Commission regulations which now enable our 
Companies to have better control of the marketing of 
our products. 


Cash Flow vs Operating Revenue 


Millions of Dollars 
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By comparison with the previous year, we sharply 
increased our 1975 year-end aircraft and engine 
reserves in anticipation of particularly heavy overhaul 
expenditures during 1976; overhaul reserves, year-end 
1975, are $2,435,989 as compared to year-end 1974 
overhaul reserves of $1,684, 109. 


The realignment of related transport and leisure 
travel activities into a family of Wardair companies 
during this past year has enabled us to relate our 
corporate objectives to proper product line entities. 
Wardair Canada Ltd. transferred its airline operations 
to a new subsidiary, Wardair Canada (1975) Ltd. 
effective January Ist, 1976. Wardair Jamaica Limited, a 
Jamaican-registered company, was formed to operate 
the Trelawny Beach Hotel under a lease agreement 
with the Government of Jamaica effective December 
1st, 1975. 


Debt vs Equity 


Millions of Dollars 
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The Trelawny Beach Hotel is an excellent 350 room 
resort facility located at Falmouth on the north coast | 
of Jamaica, 25 miles from Montego Bay. Our | 
experience to date with this hotel encourages us to 
expand the hotel affiliation aspect of our activities in 
the leisure travel markets. 


Cost of Living vs Passenger Fares 


When assessing our progress and financial results, 


FRO Pe DANI 8 oe Se cee pe ES the shareholder should recognize that we operate a 

8 180 . f - 5 f : 

: public air transportation service immersed in complex 
government regulatory handicaps; for example— 

7c 170 
(a) To use our service, the public must book 60 days in 

advance of departure to travel on Advance 
6c 160 


Booking Charter flights. Also we must submit 
passenger lists and other data covering each flight 
to both the Canadian and foreign governments. 


(b) We are not permitted to pick up passengers at 
4c 140 more than one point of origin in Canada when 
operating Advance Booking Charters (eg. 
Edmonton/Calgary - Honolulu, or Vancouver/Cal- 
3c \ 130 gary - London/England). 


Passengers travelling on Inclusive Tour package 
holiday charters are not permitted to travel with 
Advance Booking Charter passengers. Each must 

1c seis travel on a separate aircraft regardless of the empty 
aircraft seats that inevitably result. 


a) 


2c 120 (c 


0 100 
es TEES haa ES ROS EE (d) We could process an Advance Booking Charter 
, ; : 
Consumer's Price Index @ Sources:Statistics Canada ene ce poann flight date aa variable ae _ 
Revenue per Passenger Mile Wardair Traffic no greater cost than under the current restrictive 


regulation whereby we must arbitrarily determine 
what periods the public should spend on a holiday 
and schedule our aircraft accordingly. Regardless 
of airline costs and public convenience, we are not 
permitted to offer variable return dates to the 
public. It is noteworthy that the U.K. Government 
does permit United Kingdom-originating charter 
passengers to enjoy the flexibility of variable return 
dates. 


—— 


Another government restriction which drives up 
airfares is the prohibition of mixing, on one 
aircraft, Canadian-originating passengers with 
passengers originating their travels in a foreign 
country. As a result of this restriction, we fly a 
greater number of empty seats than we would 
otherwise. 
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The volume of paper which must be processed to 
assure the governments, both Canadian and foreign, 
that we are complying with these many restrictions 

Pao would shock you, the shareholder, and the costs of 
Trelawny Beach Hotel, Jamaica processing this paper are of course considerable. 


Capital Expenditures and Depreciation 


Millions of Dollars 


ers i ESE) 
in ee es 

a 
ESTs Ss Bs Sd ee 


19G0 519675 1968991969 51970, 1974" 1972, 1973: 1974 1975 


Capital Expenditures 


Depreciation 


Earning Per Common Share 


The aforementioned by no means constitutes all of 
the government restrictions with which we must 
comply but will give you an idea of some of the 
counter productive aspects of the charter business with 
which we must contend. 


In October of 1975 the Eastern Canadian regional 
operations of the Company, together with 
International Vacations Ltd. operations, were 
consolidated by a move from six different locations in 
the Toronto area to a new “Wardair Building” adjacent 
to the Toronto International Airport. Wardair currently 
leases the basement and three floors of this new 
modern facility, housing general and administrative 
personnel, technical personnel, InterVac sales and 
reservations staff and commissary stores. The effect of 
centralizing all of these corporate activities under one 
roof has improved communication and our operating 
efficiency. 


The Company’s Head Office remains in Edmonton 
and upon completion of a major five million dollar 
Boeing 747 hangar and office complex facility in late 
1976, the Company's principal maintenance and 
engineering operations will be consolidated at the 
Edmonton International Airport. The Edmonton hangar 
project is being funded by the Province of Alberta and 
is being leased by Wardair on a 20-year renewable 
lease. This maintenance facility will produce cost 


savings for Wardair by permitting major maintenance 
on all of our aircraft types to be conducted at one 
location. 


Northern Operations 


Although there was a reduction in commercial 
exploration activities and government flying in the 
Northwest Territories during 1975, our year-end 
financial results were not far off target. 


The availability of the new hangar facility at 
Yellowknife has certainly smoothed out aircraft 
maintenance and other airline operational problems in 
that area and it is generating additional revenues for 
service, storage and maintenance of itinerant aircraft. 


International Vacations Ltd. 


International Vacations Ltd. (InterVac), another 
wholly-owned subsidiary of Wardair Canada Ltd., 
markets Inclusive Tours (package holidays) and 
Advance Booking Charters on a wholesale and retail 
basis. 


Wardair Hangar, Yellowknife 


Number of Employees and Salaries, Wages and Employee Benefits 


Hundreds of Millions of 
Employees Dollars 
13 13 
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In the Fall of 1975 InterVac acquired the tour 
operations of Travel Fun Tours, a western-based travel 
agency. This acquisition provided InterVac with a 
foundation of “know how” in the development of 
Inclusive Tour programmes and it is our objective that 
InterVac should become one of the major Canadian 
tour operators. 


Due to the frustrations of operating with passenger 
reservations and ticket accounting computer systems 
inadequate to cope with Company expansion, 
management was persuaded to leapfrog into a much 
larger Univac 1106 computer during 1975. The 
investment of money and management time in this 
Univac computer system has been substantial, 
however, we are pleased with the results and with its 
capacity to handle our future reservations 
requirements efficiently. 


InterVac initiated Advance Booking Charters from 
Canada to Hawaii during this past winter season, which 
isa “first” for this concept to U.S. destinations as the 
United States Government only recently removed its 
ban on A.B.C. flights to U.S. destinations. 


Advance Booking charter flights were launched also 
between Toronto and Miami, Florida on the basis of 
overnight travel at less than half the normal scheduled 
airfares. Scheduled carriers copied our overnight air 
service to Florida but they have a tremendous 
competitive advantage as their hands are not tied, as 
ours are, by government regulations requiring the 
travelling public to book seats 60 days in advance of 
departure. The net result of the competitive battle was 
that the Canadian public were able to travel to Florida 
from Toronto at the lowest airfare in history, a 
situation which will last only so long as competition or 
the threat of competition exists. 


Wardair [U.K.] Limited 


This subdidiary company operates as a licensed 
Advance Booking Charter operator serving the United 
Kingdom-originating, Canadian-destined market. 
Wardair (U.K.) Limited has achieved a satisfactory 
growth pattern, transporting 28,000 passengers on 
round trips to Canada during 1973, 41,000 in 1974 and 
61,041 passengers in 1975. We anticipate continued 
growth this year. 


The decline in the pound sterling has eroded the 
profitability of this subsidiary, particularly when 
sterling is exchanged into Canadian dollars; however, it 
provides a valuable source of revenue with which we 
finance our sterling area aircraft operations. 


Labour Contract Status Due to the many economic variables affecting the 


Wardair’s contract with the International Canadian economy, we are not prepared to forecast 
Association of Machinists and Aerospace Workers 1976 results at this time. We can, however, assure the 
(1.A.M.) covering Maintenance and Engineering shareholders that with the wonderful group of winners 
employees expired on December 31st, 1975. A new we have working for this Company, we are not afraid 
collective bargaining agreement for an 18-month of the future. 


period has been entered into and is presently before 
the Anti-Inflation Board for review. The collective 
bargaining agreement between the Canadian Air Line 


Flight Attendants Association and the Company On behalf of the Board 
expired on March 31st, 1976. Negotiations for a new es 

agreement are in process. The current collective Vy aslivedl LA Eee 
bargaining agreement between the Air Crew 

Association Canada, representing international flight Maxwell W. Ward, 

crew personnel and the Company expires on June 30th, Chairman and President. 

1976. 


Passengers Carried—International Service 


Thousands of Passengers 


1975\}.otal 527,070 
60 1974 Total 350,457 


25 


50 


45 


40 


35 


30 


M5) 


20 


15 


10 


FEB 


Advance Booking Charters 
Inclusive Tours 


Source of Revenue Dollar 1975 


Distribution of Revenue Dollar 1975 
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Dollars 
Advance Booking .......... 41,079,399 
International Tours ........ 25,168,705 
Domesticte eh. e eee 2, 31195553 
Other imei ctor 2,355,642 
70,923,299 
Dollars 
Wages and benefits ......... 13,062,122 
Fuel/and.oil mee ae 17,716,281 
Maintenance of Aircraft ..... 4,757,039 
Materials, supplies and 
SEIVICES Re occ ose ce 16,224,581 
Leases, landing fees and 
terminal charges .......... 4,743,039 
Depreciation and 
AMORUIZatlO Nae eeeees ene 4,960, 286 
Interest and taxes ........... 5,182,336 
Retained earnings ........... 4,277,615 
70,923,299 


CONSOLIDATED STATEMENT OF 


Earnings 


YEAR ENDED DECEMBER 31, 1975 


REVENUE 


EXPENSES 


Flying operations 

Aircraft, traffic and passenger services 
Sales and promotion 

General and administration 
Depreciation 

Amortization of deferred charges 


Earnings from operations 


Interest on long term debt 
NET EARNINGS (Notes 9 and 10) 


EARNINGS PER COMMON SHARE (Note 10) 


CONSOLIDATED STATEMENT OF 


Retained Earnings 


YEAR ENDED DECEMBER 31, 1975 


BALANCE AT BEGINNING OF YEAR 


Net earnings 


Dividends on preferred shares 
Appropriation to Purchase Fund for 
redemption of preferred shares 


BALANCE AT END OF YEAR 


1975 


$70,923,299 


36,255,444 
12,660,314 
5,771,334 
1,865, 132 
4,727,510 
232,776 


61,512,510 
9,410,789 
5,133,174 


$4,277,615 


$1.20 


1975 
$ 5,056,395 


4,277,615 
9,334,010 


378,739 


300,000 


678,739 


$ 8,655,271 


1974 
$41,206,648 


22 V8 7.28 
6,595,631 
2,668,896 
277486 
3,095,801 

547,958 


36,899, 150 


4,307,498 
2,637,759 
$ 1,669,739 


$0.52 


1974 
$ 3,386,656 


1,669,739 
5,056,395 


$_ 5,056,395 


CONSOLIDATED 


Balance Sheet 


AS AT DECEMBER 31, 1975 


CURRENT ASSETS 


Cash 

Short term investments, at cost 
Accounts receivable (Note 2) 
Inventories 

Deposits and prepaid expenses 


FIXED ASSETS, at cost 


Flight equipment 
Land, buildings and equipment. 


Less accumulated depreciation 


DEFERRED CHARGES (Note 3) 


DEFERRED ACCOUNTS RECEIVABLE 


Approved by the Board 


ASSETS 


1975 


$ 608,788 
15,8207365 
2,658,243 
2,249,240 


2,770,956 
24,107,592 


68,484,434 
5,637,596 


74,122,030 
14,626,998 


59,495,032 


1,178, 138 


$84,780,762 


10 


1974 


$ 2,475,090 
6,350,000 
934,844 

P57 e226 


798,556 
12,135,718 


63,774,509 


4,017,489 


67,791,998 
9,935,409 


57,856,589 


1,406,923 


293,399 


$71,692,629 


Wardair Canada Ltd. 


AND SUBSIDIARY COMPANIES 


LIABILITIES 


CURRENT LIABILITIES 


Bank indebtedness 

Accounts payable and accrued liabilities 
Dividends payable 

Charter prepayments 

Principal due within one year on long term debt 


PROVISION FOR AIRCRAFT OVERHAUL 


LONG TERM DEBT (Note 4) 


SHAREHOLDERS‘ EQUITY 


CAPITAL STOCK (Note 5) 


Authorized 
300,000 12% cumulative non-voting convertible 
preferred shares, redeemable at $11.00, 
with a par value of $10.00 per share 
5,000,000 common shares of no par value 


Issued 
300,000 preferred shares 


3,237,566 common shares 


PURCHASE FUND FOR REDEMPTION OF PREFERRED SHARES (Note 8) 


RETAINED EARNINGS (Notes 4, 6, 8 & 9) 


1975 


$ 1,709,899 
8,759,033 
90,000 

8, 200,369 
6,110,002 


24,869,303 
2,435,989 


44,505,923 


3,000,000 
1,014,276 


300,000 


8,655,271 
12,969,547 


$84,780,762 


1974 


ne ei here Fea 


5,560,916 


2,891,940 
D029 OU. 


13,808,577 


1,684, 109 


47,129,272 


3,000,000 
1,014,276 


5,056,395 
9,070,671 


$71,692,629 


CONSOLIDATED STATEMENT OF 


Changes in Financial Position 


YEAR ENDED DECEMBER 31, 1975 


SOURCE OF FUNDS 


Net earnings 

Add charges not requiring cash expenditure 
Depreciation 
Provision for overhaul 
Amortization of deferred charges 


Sale of fixed assets 

Deferred charges recovered 

Reduction of deferred accounts receivable 
Overhaul costs recovered 

Proceeds from long term debt 

Proceeds from sale of preferred shares 


APPLICATION OF FUNDS 


Additions to fixed assets 
Deferred charges incurred 
Overhaul of aircraft and engines 
Reduction of long term debt 
Dividends on preferred shares 


INCREASE IN WORKING CAPITAL 


Deficiency in working capital at beginning of year 
As previously reported 
Bank term loan proceeds not drawn 


As restated 


DEFICIENCY IN WORKING CAPITAL AT END OF YEAR 


12 


1975 


$ 4,277,615 


4,727,510 
1,850,762 


232,776 


11,088,663 
9, 206 
22,007 
293,399 
331,726 
10,071,622 


21,816,623 


6, 375,159 
25,998 
1,430,608 
12,694,971 
378,739 


20,905,475 


911,148 


1,423,609 
249,250 


1,672,859 


> 761,711 


1974 


$ 1,669,739 


3,095,801 
1,297, 380 


547,958 


6,610,878 
36,851 
9771 
82,663 


23,416,028 


3,000,000 
33; 156719) 


24,979,730 
555,514 
807,397 

5,170,169 


31,512,810 


1,643,381 


3,316,240 


3,316, 240 


$1,672,859 


Notes to 


CONSOLIDATED FINANCIAL STATEMENTS 


YEAR ENDED DECEMBER 31, 1975 


1. SUMMARY OF ACCOUNTING POLICIES 


PRINCIPLES OF CONSOLIDATION 


The consolidated financial statements include the accounts of the Company and its wholly-owned 
subsidiaries, International Vacations Ltd., Wardair (U.K.) Limited (formerly Canada-U.K. Travel Centre Limited) 
and Wardair Jamaica Ltd. All inter-company transactions have been eliminated. 


COMPARATIVE FIGURES 


The financial statements for the year ended December 31, 1974, as previously reported, have been 
reclassified where applicable to conform with the presentation used in the current year. 


CONVERSION OF FOREIGN CURRENCIES 
Amounts in foreign currencies are converted to Canadian dollars on the following bases: 
(a) current assets and current liabilities at exchange rates in effect at the date of the balance sheet, 
(b) fixed assets at exchange rates in effect at the dates of acquisition, 
(c) long term debt at exchange rates in effect at the dates incurred, 
(d) other expenses and revenues at the average rate of exchange for the year. 
INVENTORIES 
All inventories are valued at the lower of cost and net realizable value. 
DEPRECIATION 
For financial reporting purposes, depreciation is computed by the straight line method as follows: 
(a) jet aircraft and related equipment—over 14 years to 15% residual value, 
(b) other aircraft and related equipment—over 12 years to 15% residual value, 
(c) other equipment and property—at various rates over the estimated useful life of the asset. 


DEFERRED CHARGES 


Deferred charges are amortized by the straight line method, training expenses over ten years from year 
incurred, lease costs over the term of the lease to 1978 and debenture issue expense over the term of the 
debenture. 


PROVISION FOR AIRCRAFT OVERHAUL 


The Company provides for major engine and airframe overhauls on the basis of hours of operation excepting 
Boeing 707 airframes. The Boeing 707 airframes are overhauled in accordance with a progressive maintenance 
program incorporating periodic shop visits, the costs of which are expensed as incurred. 


. ACCOUNTS RECEIVABLE 


Accounts receivable include advances to company officers in the amount of $50,000. 


. DEFERRED CHARGES 
1975 1974 
Training expense $ 846,580 $ §9/2;876 
Lease costs 288,894 384,981 
Debenture issue expense 42,664 49 064 


$ 1,178,138 $ 1,406,923 


4. LONG TERM DEBT 


Following is a summary of long term debt: 


6.50% Debenture—Series A, due September, 1982, with annual 
purchase fund payments of $71,000 in 1976, $250,000 in 1977 and 
1978, $300,000 in 1979, 1980 and 1981 and a final payment of 
$550,000 in 1982. These commitments may be satisfied by cash 
payment, purchase of debentures in the open market at par or 
less, or by redemption at varying prices reducing from 105.2% to 
100.65 % 


9.00% Conditional Purchase Agreements, due April, 1983, with semi- 
annual payments on principal and interest of $2,161,598. Of the 
total debt, $11,849,876 is payable in U.S. funds. The agreements 
are secured by one Boeing 747 and its ancillary equipment 
together with a subordinated debenture on one Boeing 
Or: 


10.00% Debenture, due February, 1979, with equal monthly principal 
payments of $6,427. The debenture is secured by a first fixed 
charge on specific aircraft. 


Secured Note Purchase Agreement, due November, 1983, with semi- 
annual payments totalling $2,385,372 from 1976 to 1979, one 
payment of $795,120 in 1980 and semi-annual payments totalling 
$2,120,330 in 1983 together with interest at 2.25% above the 
prime lending rate. The agreement is secured by one Boeing 
747 


8% Term Loan, payable in United States currency to Export-Import 
Bank of the United States in six successive semi-annual payments 
commencing on May 15, 1980, in the amount of $460,687 (U.S.) 
and thereafter in the amount of $1,382,063 (U.S.). The loan is 
guaranteed by a commercial bank for a fee of 1% of a portion of 
the loan and 1.5% of the remainder 


Bank Term Loan, due November 1983, with one payment of $382,500 
in 1976, semi-annual payments totalling $382,500 from 1976 to 
1979, $152,250 in 1980, $37,125 in 1981 and 1982, and $340,000 in 
1983 with interest at 1.5% above the prime lending rate. The loan 
is secured by fixed charges on specific aircraft and aircraft 
engines 


Bank Term Loan, due May, 1979 with monthly payments totalling 
$178,000 in 1976, $190,000 in 1977, $207,000 in 1978 and $90,500 
in 1979 together with interest at 15% above the prime lending 
rate 


Bank Term Loan, due January, 1982, with monthly payments totalling 
$396,000 annually from 1976 to 1980, $402,000 in 1981 and 


$135,000 in 1982, together with interest at 2.0% above the prime 
lending rate 


Miscellaneous mortgages and equipment purchase agreements 


“Less available bank term loan proceeds not drawn at December 31 


Totals 


$ 2,021,000 


23,214,588 


244,226 


12,456,938 


7,492,622 


2,479,000 


665,500 


2,517,000* 


124,301 


$5125, 175 


599,250 
$50,615,925 
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$ 2,290,000 


25,306,249 


sya hates) 


21,203,300 


831,500 


2,880,000* 
26,623 
$52,859,022 


690,000 
$52,169,022 


1975 1974 
(Total Carried Forward) $50,615,925 $52,169,022 
Principal due within one year on long term debt 6,110,002 5,039,750 


$44,505,923 $47,129,272 


Bank term loans are secured by a Chattel Mortgage on specific aircraft and a Land Mortgage on the hangar in 
Yellowknife. 


Certain debt agreements contain restrictions on the amount of additional debt, the creation of liens and 
guarantees, the payment of cash dividends and on loans to officers and employees. In addition, certain debt 
agreements include covenants by the Company with respect to maintenance of working capital, capital 
expenditures and investments, some of which have not been met. In the opinion of the Directors this is not 
material to the Company’s financial position. 


Principal due on existing long term debt, expressed in Canadian dollars, will be $6,227,700, $6,424,243, 
$6,544,138 and $6,736,766 in each of the years 1977 to 1980 respectively. 


. CAPITAL STOCK 


Each preferred share is convertible at the option of the holder, at any time after January 31, 1975, into 3% 
fully paid common shares. The holder is not entitled to vote the preferred shares at any meeting except when 
dividends on the preferred shares remain unpaid for two years. 


An option granted to a senior executive for the purchase of 50,004 common shares at 90c is outstanding. This 
option expires in 1980. 


. DIVIDENDS 


During the year, the Company declared a dividend of $1.26% per share on the outstanding preferred shares, 
payable in the amount of 96% cents per share on December 31, 1975, and 30 cents per share on January 31, 1976. 


. CONTINGENT LIABILITIES 


An action was commenced in 1974 against the Company in The High Court of Justice, Queen’s Bench 
Division, England, alleging a repudiation and breach of contract in failing to give the plaintiff proper notice of 
termination of a handling contract between the plaintiff and defendant and for breach of said contract. The 
‘Company has denied liability and believes, on the advice of counsel, that the action will be successfully 
defended. 


By a statement of claim issued in The Supreme Court of Alberta on April 18, 1975, the Company was named 
as a defendant in an action commenced by Travacon Tours Limited and Funseekers International Ltd. That action 
alleged breaches by the Company of agreements dated October 5, 1971 between Travacon Tours Limited and 
Funseekers International Ltd. and the Company. An Injunction, an accounting and damages of $5,000,000 for 
breach of contract were claimed. The Company believes, on the advice of counsel, that this action will be 
successfully defended. The Company filed a statement of defence and counterclaim denying the allegations of 
Travacon Tours Limited and Funseekers International Ltd. and claimed, in addition, damages, an accounting, the 
appointment of a receiver of Funseekers International Ltd. and a judgment in the sum of $343,399 plus interest 


and costs. 


On July 16, 1975, an action was commenced in The Supreme Court of Ontario by T.R.W. Canada Limited 
against International Vacations Ltd. and Wardair Canada Ltd. alleging repudiation and breach of certain 
obligations under rental agreements for computer equipment. The claim was in the amount of $600,000. Interna- 
tional Vacations Ltd. and Wardair Canada Ltd. believe, on the advice of counsel, that this action will be 
successfully defended. International Vacations Ltd. and Wardair Canada Ltd. have denied liability and have 
asserted a counterclaim against the plaintiffs in the amount of $200,000. 


There are additional claims and actions against the Company which are adequately covered by insurance and 
the outcome of these matters should have no adverse effect on the Company’s financial position. 
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COMMITMENTS AND SUBSEQUENT EVENTS 


The Company has under lease until 1979, a Boeing 707 jet aircraft at an annual rental of $1,358,000 (U.S.) 
with an option to purchase the aircraft at the expiration of the lease for $1,500,000 (U.S.). This lease agreement 
restricts payment of dividends, capital expenditures, redemption of capital stock and similar distributions, except 
with the concurrence of the lessor. 


The Company is obligated under long term lease agreements, including $1,358,000 (U.S.) referred to above, 
for aggregate basic annual rentals of approximately $2,729,000, $3,176,000, $3,190,000, $1,763,000 and 
$1,697,000 in each of the years 1976 to 1980 respectively, including lease obligations for a new hangar facility at 
the Edmonton International Airport. 


Subsequent to December 31, 1975 in accordance with the share issue provisions the Company redeemed 
30,000 preferred shares as provided for in the balance sheet. As a consequence the Company will be required to 
set aside and designate $300,000 of its retained earnings as the Capital Redemption Reserve Fund as defined in the 
Alberta Companies Act. These retained earnings are not available for dividends. 


. INCOME TAXES 


The Company and its subsidiaries claim capital cost allowance and other deductions allowed for income tax 
purposes in excess of the related amounts reflected in the accounts and provide in their accounts only for the 
taxes payable for the year. This accounting treatment differs from the tax allocation basis under which the income 
tax provision is based on earnings reported in the accounts. 


If the tax allocation basis had been followed in current and prior years, earnings would have been reduced by 
$1,968,000 for 1975 and $830,000 for 1974. Reported net earnings per common share would have been 61c for 
1975 and 26c for 1974. The cumulative effect on retained earnings to December 31, 1975 would have been a 
reduction of $4,058,000. 


The Canadian Institute of Chartered Accountants recommends the tax allocation basis for all but regulated 
corporations. Management does not concur that this principle is appropriate for the Company. The capital cost 
allowance on flight equipment is substantially in excess of the depreciation recorded in the accounts. 
Consequently, the deferred tax liability which results from the tax allocation basis is expected to be indefinitely 
postponed. Accordingly, there should be no necessity to provide an amount for which the payment date is 
indeterminable. 

EARNINGS PER SHARE 

Earnings per common share are calculated after providing for annual dividends on preferred shares. 

Fully diluted earnings per common share, calculated on the assumption that all preferred shares were 
converted, would be $1.01 per share. 

FEDERAL ANTI-INFLATION LEGISLATION 

The Company is subject to the Anti-Inflation Act effective October 14, 1975, which restrains increases in 

certain prices, profit margins, compensation and dividends after that date. 


REMUNERATION OF DIRECTORS AND OFFICERS 


Remuneration of the directors and officers of the Company and its subsidiaries, including the five highest 
paid employees other than flight personnel, amounted to $389, 103. 


16 


Thorne 


Riddell 


& Co, CHARTERED ACCOUNTANTS 


AUDITORS' REPORT 


To the Shareholders 
WanrdatenGanadanled. 


We have examined the consolidated balance sheet of Wardair Canada 
Ltd. and its subsidiaries as at December 31, 1975 and the consolidated state- 
ments of earnings, retained earnings and changes in financial position for the 
year then ended. Our examination included a general review of the accounting 
procedures and such tests of accounting records and other supporting evidence 
as we considered necessary in the circumstances. 


In our opinion, except for the effect of not providing for deferred 
income taxes as explained in Note 9, these financial statements present fairly 
the financial position of the companies as at December 31, 1975 and the results 
of their operations and the changes in their financial position for the year 
then ended, in accordance with generally accepted accounting principles applied 
on a basis consistent with that of the preceding year. 


henge dll lo 
Edmonton, Alberta 


April 30,51976 Chartered Accountants 


OFFICES THROUGHOUT CANADA AND ASSOCIATES THROUGHOUT THE WORLD 
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SIX YEAR REVIEW 


FINANCIAL 1975 1974 1973 1972 1971 1970 
Operating Revenue $70,923,299 $41,206,648 $28,912,480 $19,671,310 $18,785,355 $16,446,470 
Operating Profit 9,410,789 4,307,498 290,972 325,999 868,510 (399,376) 
Net Earnings (loss) 4,277,615 16697739 913,781 271,996 563,191 (996,960) 
Cash Flow provided by operations 11,088,663 6,610,878 3,690,760 1,435,859 1,982,586 323,147 
Depreciation, amortization and 

overhaul provision 6,811,048 4,941,138 2,776,979 1,163,863 1,419,395 1,320,107 
Interest on debt 5,133,174 2)637, 759 1,877,191 469,773 SA Oe 544 589 
Debenture Debt repaid 11,624,719 2,257 885 7290235 1,411,266 955,000 350,000 
Additions to property oS7 559 24,979,730 28,768,853 839,283 191,983 661,458 
Debenture Debt 50,491,624 5278327399 30,979, 308 5,118,475 5,780,000 6,735,000 
Invested Capital 63,461,171 61,929,693 35,380,240 8,605,626 8,994,155 9,385,964 
Percentage of debt to 

invested capital 79.6% 85.3% 87.6% 59.5% 64.3% 71.7% 
Return on investment 14.8% 7.0% 7.9% 8.6% 11.7% -4.5% 
Operating margin 13.3% 10.5% 9.7% 1.2% 46% -2.4% 
Debt to Equity ratio 3.9 5.8 7.0 15 1.8 DES 
Price Earnings ratio We Daf 5.5 3335 8.6 — 
Yield per international 

passenger mile 3.8c 3.2¢ 2.8c 2.6¢ DIX€ 2:5¢€ 
Earnings per share $1.20 52.0c 28.0c 8.0c 17 .Oc (30.8c) 
Book Value per Common share $2.99 $1.87 $1.36 $1.08 $0.99 $0.82 

OPERATING 
International Service Only 
Passengers carried 527,070 350,457 273659 205,677 187,665 149,968 
Passenger miles (000’s) 1,762,459 1, 17, S12 948,986 692,851 704,855 590,770 
Freight ton miles (000’s) = _ — 307 _— 462 
Aircraft miles (000’s) 5,943 5,690 5,524 5,647 5,592 4,958 
Aircraft hours 15,488 dil o25 11,208 11,781 11,413 10,139 

PERSONNEL* 

Average number of employees 1,263 948 666 520 470 429 
Employee wages and benefits (000’s) $ 12,981 $ 8,072 $ 6,288 $ 4 817 $ 4,180 $ 3,600 
Revenue per employee (000’s) $ 56 $ 43 $ 43 $ 38 $ 40 $ 38 
* Hotel operations not included. 
DISTRIBUTION OF CAPITAL 
Shareholders Shares Held Percentage 
1975 1974 1975 1974 1975 1974 

CANADA 1533 531 SF AWE, slop 3,2 19,162 99.37% 99.43% 

UNITED STATES 18 15 19,004 17,304 ele 54% 

OTHER 8 6 1240 1,100 .04% .03% 

1559 1,552 


3,237,566 3,237,566 100.00% 100.00% 
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OFFICERS AND SENIOR EXECUTIVES — OPERATING COMPANIES 


WARDAIR CANADA [1975] LTD. 


MAXWELL W. WARD 
Ties SE AEDING 

M. D. WARD 

GoNs Re Belk 

Ge sCURLEY. 

PIR ESTOCK 

A. B. FREEMAN 
jatieUERINGTON 
R. L. HITESMAN 
F.S. DORNAN 

W. C. BESANT 
Paar EVV) 

DI REROUSE 


INTERNATIONAL VACATIONS LTD. 


MAXWELL W. WARD 
IES SEALDING 

M. D. WARD 

GRWAC URE, 

Paz ESTOCK 

T. B. DUNNIGAN 

B. WALKER 


WARDAIR [U.K.] LIMITED 


MAXWELL W. WARD 
je LaS TANDLEY 

G. W. HOPKINSON 
[me onOCkK 


WARDAIR JAMAICA LIMITED 


MAXWELL W. WARD 
G. D. CURLEY 
J. J. ESTOCK 


Chairman & President 

Executive Vice-President 

Secretary- Treasurer 

Vice-President, Maintenance & Engineering 
Vice-President, Marketing 

Vice-President, Finance & Assistant-Secretary 


Vice-President, Flight Operations 


Deputy Vice-President, Maintenance & Engineering 


Comptroller 
Manager, Northern Operations 
Director, Passenger Services 


Director, In-Flight Services 


Director, Customer Relations & Consumer Affairs 


President 

Executive Vice-President 

Secretary- Treasurer 

Vice-President & General Manager 
Vice-President, Finance & Assistant-Secretary 
Director, Systems & Administration 


Director, Sales & Marketing 


Chairman 
Managing Director 
Secretary 


Assistant-Secretary 


President 
Secretary- Treasurer 


Assistant-Secretary 
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CORPORATE INFORMATION 


HEAD OFFICE: 
26th Floor, C N Tower 


Edmonton, Alberta 


SHARES LISTED: 


Vancouver Stock Exchange 


AUDITORS: 
Thorne Riddell & Co. 


Edmonton, Alberta 


TRUSTEE: 


Montreal Trust Company 
Edmonton, Alberta 


REGISTRAR AND TRANSFER AGENT: 


Montreal Trust Company 


Edmonton, Toronto and Vancouver 


BANKERS: 


Alberta Treasury Branch 
Edmonton, Alberta 
Bank of Nova Scotia 
Toronto, Ontario 


Bank of Nova Scotia Jamaica Ltd. 


Falmouth, Jamaica 


Canadian Imperial Bank of Commerce 
Edmonton, Alberta 


Mercantile Bank of Canada 
Edmonton, Alberta 

Royal Bank of Canada 
Edmonton, Alberta 


GLOSSARY OF TERMS 


INVESTED CAPITAL 
Sum of long-term debt 
and shareholders’ equity. 


RETURN ON INVESTMENT 
Net income after income 
tax plus net interest 
expense expressed as 
percentage of invested 
capital. 


OPERATING MARGIN 
Operating profit as a 
percent of operating 
revenues. 


DEBT-EQUITY RATIO 
Number of times long-term 
debt exceeds shareholders’ 
equity. 


PRICE-EARNINGS RATIO 
Number of times market 
price exceeds earnings 
per share. 


YIELD 
Average revenue per 
revenue passenger mile. 


PASSENGER MILES 

Total revenue passengers 
carried multiplied by the 
number of miles they are 
flown. 


FREIGHT TON MILES 
Total tons of freight 
traffic carried multiplied 
by the miles flown. 
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